Explores the concept of the environmental audit. Emphasizes its importance as one contribution that attempts to prevent the destruction of the world in which we live. Stresses that it is everyone's responsibility -that of both individuals and the companies and organizations in which they operate. Describes stages of the audit process that have been successful in practice.
Among the multitude of animals which scamper, fly, burrow and swim around us, man is the only one who is not locked into his environment. His imagination, his reason, his emotional subtlety and toughness, make it possible for him not to accept the environment but to change it. And that series of inventions, by which man from age to age has remade his environment, is a different kind of evolution -not biological, but cultural evolution. I call that brilliant sequence of cultural peaks "The Ascent of Man" [1] .
The International Chamber of Commerce has defined environmental audit as "a management tool comprising a systematic, documented, periodic and objective evaluation of how well environmental organization, management and equipment are performing with the aim of helping to safeguard the environment by:
• facilitating management control of environmental protection; • assessing compliance with company policies which would include meeting regulatory requirements[2]".
From this we can see that the concept is wide. It is not just complying with minimalist legislation, nor is it just a public relations exercise, though it will include both of these.
Rather it is a total strategic, cradle-to-grave process, which some prefer to call "conception to resurrection", underlining the "design to recycling" aspect. The main aim is to produce a management system that will provide information on environmental performance against pre-determined targets, ensuring that those targets are met, and that one remains ahead of the pack. The adoption of this definition by the National Environmental Auditors' Registration Scheme, and by the Institute of Environmental Assessment has added extra authority to this definition. The scope of the audit can be comprehensive, take on a range of issues, or address a single topic. Where international audits are carried out by a central team, it is likely that a range of topics will be covered to minimize costs. The audit may be restricted to simple compliance testing, or extended to a more searching and inter-professional audit. The audit will address the operating environment, health and safety management, product safety and quality, loss prevention, and minimizing resource use and adverse effect on the environment.
The advantages of a sound environmental audit are that it will:
• demonstrate company commitment to environmental protection to employees, the public and the authorities; • provide an environmental database for planning, plant modification and emergency planning; • safeguard the environment; • verify compliance with local and national laws; • indicate current or potential future problems that need to be addressed; • reduce exposure to litigation, incidents and adverse publicity; • increase employee awareness of environmental matters; • assess training programmes and provide data to assist in training; • enable companies to build on good environmental performance, give credit where appropriate and highlight deficiencies; • assist the exchange and comparison of information between different plants or subsidiary companies; • identify potential cost savings, such as from waste minimization.
The advantages are immense. The development of the environmental audit is inexorable. The organization can choose to be part of this exciting development, or let it pass by. There are plenty of other organizations wishing to take the opportunity, with external consultancies springing up with great regularity and internal auditors beginning to tool up. It requires a new approach by the auditors, but not one which is far removed from more familiar territory. At the very least the auditor will be concerned to ensure compliance with laws and regulations on the environment. In the US context this will be legislation such as the Water Quality Improvement Act of 1970 • establishing an internal environmental protection system; • evaluating objectively the environmental performance of the system; • informing the public on environmental performance; • having the public statement verified by an accredited environmental auditor.
The scheme operates with European standards to be developed on environmental management systems and related certification activities. Companies which meet the requirements to be registered may use a logo related to the sites that have been verified under the scheme.
Eco-labelling
Eco-labelling is a means of displaying information as to the differential impact on the environment of products which offer similar uses and compete with each other in the market. The aim is to lessen harm to the environment while providing the information to the consumers in making decisions based on environmental performance. The awarding of an eco-label involves consideration of the environmental impact of a product at every stage of its life-cycle, including its manufacture, distribution, use and disposal, and a comparison of that impact as against other products in the same group. Naturally the advantage of the label will be particularly crucial where there is a marked consumer demand for greener products. The principle is that product groups must be selected for application of the label, and criteria adopted and published on the basis of which products in that group can be assessed. The awarding body then determines which products in the group have met the criteria and can achieve the award. A draft regulation to establish an EC eco-label system was first introduced in February 1991, but controversy delayed its implementation. Under the regulation we now have, the Department of the Environment is required to designate a Competent Body for the scheme, and it has been decided that a dedicated non-departmental public body would be the most suitable means to take on this role. In order to demonstrate the authority, and impartiality of the body, and promote the credibility of the scheme, the Department dictated that it should be official, independent and free from ministerial control. Dr Elizabeth Nelson, chair of Addison Consultancy Group plc and the Taylor Nelson Group Ltd, was appointed as the first chair of the UK's official eco-labelling body.
The environmental aspect to loans
Bankers and other potential lenders now need to add an extra level of scrutiny to their lending decision: an assessment of possible or actual environmental liability. This obviously adds to the cost of the loan, but lenders are becoming extremely cautious with the traditional security of property being more risky with the uncertainties of the property market, and they will not wish to see their loans further at risk from environmental problems. The issue has become critical in the USA under the Comprehensive Environmental Response, Compensation and Liability Act of 1980 (Cercla). This act aims to make those who cause pollution liable for the cost of clean-up and perhaps also for damages for injury to the public. This principle of making the polluter pay is also the policy of the UK Government. Accepting that those who control the land carry the primary responsibility, Cercla recognized that lenders who took security over land that subsequently turned out to be polluted, could be left with unfair liability. The Act therefore contained the "secured lender exemption". This excludes from In the UK, the Environmental Protection Act 1990 imposes liability on those who control waste, but generally such liability is not absolute, and if reasonable precautions have been taken, and due care exercised, then liability will be avoided. This is not so in the Draft EC Directive, which in Clause 2(1) (b) stipulates that "the person who had actual control of the waste when the incident giving rise to the damage … , if he is not able within a reasonable time to identify the producer …" shall be liable. Liability is absolute and dependent on fault. It is not always possible to identify the producer of waste, such as a waste tip informally used by the public over many years.
The law and the company director
Company directors will increasingly face the threat of fines and disqualification. In a landmark case in the summer of 1992 in Lewes Crown Court, for the first ever time a company director was disqualified for committing a health and safety offence. The analogy with environmental offences is extremely close, and it is to be expected that the principles of this case will be reapplied without hesitation to environmental abuses. The miscreant director was the owner of a Kent quarry firm which acted in breach of a prohibition notice issued by the Health and Safety Executive for failure to protect employees from falling rocks. He pleaded guilty to the charge under section 37 of the Health and Safety at Work Act, which makes directors and other senior officers liable for offences committed where they have consented or connived in the offence, or where it was attributable to their neglect. The assistant recorder at the Crown Court believed that the severity of the offence rendered it insufficient to simply fine the director and the company, and so it made legal history by imposing a two-year ban on holding a company directorship. Section 2 of the Company Directors Disqualification Act 1986 permits a court to disqualify a director for up to 15 years for an indictable offence connected with, inter alia, the management of the company or its property. Never before had this power been exercised in relationship to a health and safety offence. It will only be the next step for the same treatment to be meted out for an environmental offence. The Environmental Protection Act 1990, Water Resources Act 1991, and Water Industry Act 1991, all contain identical stipulations to those of the Health and Safety at Work Act 1974, and allow directors and senior officers to be charged for environmental offences perpetrated by their companies. With a finding of guilt under these statutes, courts may be inclined to follow the lead established by the Lewes Crown Court. This is likely to apply only to blatant and serious cases. However, the closer the director is involved in the day-to-day workings of a company, the more likely it is that he or she might be disqualified. Directors of small companies, with their close operational involvement, need to be particularly vigilant.
There are corresponding liabilities for the companies themselves. Companies with a presence in the USA need to be aware of the Federal Sentencing Guidelines which became finalized on 1 November 1991. There is an appreciable British presence there. For example, coal-mining in West Virginia is dominated by British companies. The Guidelines provide judges with a formula for sentencing organizations for various types of whitecollar crime, based on the gravity of the offence and the degree of culpability. The Guidelines, which are applicable to all organizations, mean that a range of crimes from violations of employment laws, mail and wire fraud, and commercial bribery, to money laundering and environmental offences, will attract fines and sanctions that can amount to hundreds of million of dollars. These sums may seem extreme, but even conservative estimates of the long-term harm some organizations inflict on the environment, would suggest that such sums are in fact an underestimate rather than an overestimate of the sometimes irreversible harm to the planet. The Guidelines do encourage sound commercial practice by allowing for reduced sentences for organizations that can display evidence of an "effective program to prevent and detect violations of law". "Credits" against potential penalties can be accrued if organizations can demonstrate that they have:
• complied with the various due diligence steps outlined in the law; • investigated and punished wrongdoing; and • co-operated with government investigators.
In similar vein, but with exclusive reference to environmental concerns, the US Department of Justice issue a policy pronouncement on 11 July 1991 indicating that companies that proactively implement management and compliance programmes will face less criminal enforcement activity than companies which lack such programmes. According to the pronouncement, a company is more likely to qualify for "prosecution leniency" if it can prove through its management system: • voluntary, prompt, and complete disclosures of matters under investigation; • full and prompt co-operation; and • preventive measures and compliance programmes.
Such an approach makes good, prudent sense outside the USA as well. It leads us naturally into the need and value of the environmental audit. If you adopt the optimal approach, there is no standard or legislation that can catch you unawares.
The Litter Code for local authorities
Much of the work of local authorities in removing litter and cleaning roads is subject to both the Local Government Act 1988 and the Environment Protection Act (EPA) 1990. The 1990 Act set higher standards to be adhered to. Section 89 requires local authorities and other specified landowners as far as practicable to keep all land to which the public has access, and which is open to the air, clear of refuse and litter. other car parks and transport centres, low-density residential areas, and industrial estates; 4 amenity beaches (above high tide); 5 motorways, and trunk roads whose traffic flows exceed specified levels; 6 all other roads (beside 6, and those included in 1 to 3); 7 land occupied by educational institutions; 8-10 railway embankments and towpaths; 11 all other areas to which the Act applies.
The significance of these categories is that the Code specifies the grades to which land should be restored, and by when, by each category. For example, category 1, with the highest specification, has to be restored to 
Other aspects of the Environmental Protection Act 1990
The impetus for this act came from EC legislation and policy as well as from domestic institutions such as the Royal Commission on Environmental Pollution and Parliamentary Committees. The act represents the beginnings of the practical manifestation of the principle that the polluter pays. It also introduced the notion of integrated pollution control. Previously each component of the environment -air, land and water -had its own separate laws and systems of control. Now Her Majesty's Inspectorate of Pollution will control all releases of air, water, and land from most polluting industrial processes. The Inspectorate was formed in 1987 through the merger of the three existing inspectorates of industrial air pollution, radioactive substances, and hazardous wastes, together with the addition of new responsibilities in relation to water pollution. Companies have to meet the charges of the Inspectorate, and will pay penalties for breaking the specified emission limits. There is a requirement for There are 12 criminal offences relating to breaches of the act. The most serious offences carry a maximum sentence of two years with an unlimited fine. Penalties apply to both companies and individuals, and where a company is managed by its members, they may also be found guilty. Industries covered by the act have to apply for authorization to continue to operate, to make major changes to their plants, or to build new ones. Various bodies, such as the Health and Safety Executive, have to be consulted and then there has to be public advertisement in a local newspaper. Attempting to avoid compliance is a high risk strategy, with serious consequences for both the company and those within it. A copy of the act is a vital part of the company library, and directors and managers need to be aware of the basic stipulations of the act.
Legislation is beginning to bite, and proactive companies are already beginning to adjust their strategy, plans and procedures to cope. Companies such as Hoffman-La Roche, Switzerland's third largest chemical company, the Finnish conglomerate Neste, Volvo in Sweden, Imperial Chemical Industries in England, Opel in Germany, Philips in The Netherlands, and IBM and Johnson and Johnson in the USA are just a few of a growing number of companies that see competitive advantage as well as moral justification for the environmental audit. Environmental statements are produced by companies such as: Laing, Sainsbury's, Iceland, ICI, and 3M. The Environmental Review of British Airways is a fully fledged and analytical account -a review across the entire company.
The environmental audit
I have never understood why anybody agreed to go on being a rustic after about 1400 [3] .
Prince Charles, heir to the British Throne, speaking on British television on 23 May 1990 on a programme he produced on the environment, emphasized the need for proper audit and accountability. He reinforced the message in his keynote address to the World Commission on Environment and Development (The Brundtland Commission) on 22 April 1992, and in subsequent conversation with the writer. In his speech, he urged the need to seek to live in harmony and balance with the rest of creation, even if we cannot discern any direct and immediate material benefit to ourselves in the process:
This, of course, points to the need for a fundamental shift in attitudes. We have all been taught to think in a linear way; with a beginning, a middle and an end. Linearity is the concept we use to devise industrial processes in terms of inputs, processes, and outputs, with waste and pollution as unintended (and, until recently, little considered) outputs. The solution to pollution is still, too often, dilution. Our linear way of thinking has been a triumph in the relative short term. But now, with the doubling of world population in prospect, with increasing demands for a higher and higher material standard of living, and with the added need to strive for sustainability, we must start to think again.
It is always encouraging to have royal support to the audit cause.
The content of the audit
The following stages have proved to be successful in practice.
The pre-audit
If this type of audit is new to the organization, then it will be worthwhile to make a quick scan across the activities contained in the section on "areas to audit" below. This will highlight areas requiring attention, suggest how the audits will fit in with other work, what resources may be needed, and the training involved for all those who will participate, both auditors and auditees. This situation will also pertain to a multinational company wishing to expand home audits to subsidiaries abroad. If the audit is part of a continuing programme, then a review of past achievement against plan and new needs, will suggest areas for attention.
Setting objectives Define goals
From the pre-audit the major audit concerns will have emerged. It is now necessary to determine where change is feasible, and the The aim will be to optimize the trade-off between company efficiency and negative impact on the environment.
Decide audit scope
The focus may be on the entire organization (comprehensive audit), a department (activity audit) or site by site (site audit). The preaudit will have given some idea as to which of this, or mixture of these, would be worthwhile.
Ascertain regulations, standards and state-of-the-art technology
Apart from present regulations and standards it is also important to consider those that may be in gestation. Professional, government, environmental and trade bodies, as well as line managers, will be sources of information.
Recent technological and product developments that can improve environmental performance also need to be accessed. The organization can then be judged against this benchmark.
Priority setting
It is realistic to start with projects where either the risk and materiality are high, or the payback period is quickest. Energy conservation and tariffs are an example. The cost of water may well rise sharply, and conservation here is increasingly necessary. Such projects will establish credibility, and looking after the cents will take care of the dollars, and lead to the audit of the larger and sometimes more intractable issues.
Preparation

Select the audit team
It is important to form an interdisciplinary team which together can tackle the science and technology involved, as well as having a knowledge of departments implicated in the audits. With internal audit's roving commission, it may be considered that it is suitable to place the co-ordination role here. This is an opportunity for internal audit to grab, since it will not automatically come this way, and in many reported cases it has not, and internal audit involvement is minimal or non-existent.
Determine the need for external assistance
Where internal audit or the organization lack the expertise, a mixture of in-house staff and independent external consultants needs to be considered. Some large companies use special dedicated in-house staff only, and have environmental audit groups. Others, such as Union Carbide and Allied-Signal, while having their own specialist teams, include an independent consultant on most of their audits.
Establish the terms of reference
This provides an authorization to proceed, as well as a notification to all employees, who should then be encouraged to participate.
Agree timescale, and budget
This places bounds on the audit in relation to the projected benefits and the perceptions of top management, and provides a target for the environmental audit manager to aim for.
Draw up audit documentation
Data need to be collected in a common format wherever possible, and interview and other questionnaires constructed. Computerized processing will also necessitate form design.
Standardized documentation could also encourage self-audits, and become part of the normal managerial processes.
Areas to audit
These will vary from organization to organization, but here we give example areas likely to be common to most organizations, and which are currently the subject of environmental audit attention. We have devised three major headings: organization strategy, functional areas, and operational factors, and we deal with each in turn.
Organization strategy
Under organization strategy, there are three main areas to consider: 1 Overall environmental policy:
• Does it exist?
• Has it the support of the board of directors, top management and workforce? • Is it a regular agenda item for board and other meetings? • Has a senior executive been given the responsibility to ensure implementation of the policy throughout the organization? • Does this senior executive report directly to board level? • Have environmental liaison officers been appointed for each major area of the business? • Do they have the resources and authority to monitor compliance with and achieve implementation of organization-wide environmental policy? 
Functional areas
There are several areas to be considered here: 
Data processing
The data collected need to be analysed, and then presented in a form easily understood and from which clear conclusions may be drawn. Possible conclusions should be discussed wherever possible with the staff directly involved.
Reporting
Significant defects, as soon as identified, need to be reported immediately to the chief executive officer for quick action. The more routine findings should be presented to the board of directors as an "executive summary" and with clear recommendations for action. These should include an estimate of cost, resource needs, the optimum time for introduction, and when the next review should take place. The board should be invited to agree the recommendations, and authorize implementation.
Implementation
The decisions now become part of corporate policy as an agreed action plan. This needs to be publicized extensively internally and employees made aware of the implications in their everyday working practices. The action plan will include deadlines for action.
Post-audit review
A periodic check will be made that the board decisions have been fully implemented, with any non-compliance reported back to the board. The opportunity will also be taken to undertake a quality assurance review of the audit process itself.
British Standard 7750 -environmental management systems
The world's first environmental management system was published in March 1992. It is related to British Standard 5750/ISO 9000, the quality management standard, and there is a transition route between BS 5750 and BS 7750. Equally it can stand alone for those not registered under BS 5750. Just as BS 5750 was subsequently adopted worldwide, it is possible that the same could occur here. BS 7750 provides a detailed generic model of environmental management that an organization can use to develop its own internal management systems. It is a single document which includes:
• An introduction which indicates the objectives of the standard and a schematic approach to implementation. • A specification which defines the system requirements, from environmental management system documentation and implementation, through to audit and management review.
• Three annexes giving clause by clause guidance to the specification requirements (including the initial or preliminary environmental review), a link table to BS 5750, and a link table to the EC eco audit regulation.
BS 7750 is consistent with the EC eco-audit system, and may be regarded as a first step towards it. Shortly after the launch of BS 7750, a pilot programme was set up, with feedback in July 1993 which led to further modifications. Companies need to consider the advantages of using this standard as a means of achieving their environmental management objectives, and receiving objective external audit evidence of their fulfilment.
Conclusion
Environmental management is the equivalent to the sanitary movement in the Victorian period to which so much of the improvement of the health of the population was owed. Although we now have a tolerable sanitation system, and mass epidemics from this source have been eradicated, there has been a neglect of environmental concerns. The consequences of neglect here will be much more serious than the early neglect of sanitation, which impacted on the poorest of the human population. What now threatens is the destruction of the entire world on which we live. The environmental audit outlined is one contribution that attempts to prevent this. This is everybody's responsibility -that of both individuals and the companies and organizations in which they operate.
